In December 2007, the preliminary results of the 2005 International Comparison
Program (ICP) were published. In the Spring of 2008, the final results were presented to the public, fully confirming the preliminary data (World Bank, 2008) . The new estimates of price levels in 146 countries-accounting for 95 percent of the world population and 98 percent of the world US dollar GDP-using the same methodology, led to the new estimates of PPP (purchasing power parity) exchange rates, and accordingly new estimates of national aggregates ((like gross or national domestic product, household consumption expenditures, gross fixed capital formation) for all the participating countries. 2 The ICP results implied a dramatic downward revisions in GDPs, expressed in PPPs, of the two most populous countries in the world, China and India, as well as of a number of other large countries such as Indonesia, Philippines and South Africa. 3 The new results, especially when used to retrospectively estimate PPPs and thus GDP per capita levels of all countries have led to serious adjustment of historical income levels.
The revisions have thus directly affected estimates of global poverty and global inequality over time. Their effects on very numerous empirical studies produced in the last 15 years, which have used GDP data derived from the previous ICP round in 1993 , are yet to be assessed. For example, many of the conclusions where GDP, GDP per capita, or some other formulation which includes GDP (e.g. trade/GDP ratio, or government expenditure/GDP) play a role may be affected. The range of such topics is huge since one or another formulation of GDP plays a role in many areas of economics:
growth, inequality (Kuznets curve or its variants), governance, climate change, gravity trade models etc. GDP, in various formulations, is probably the most popular control in empirical economics, whether this is necessitated by structural models or not (i.e., GDP is often used in reduced-form regressions without much theoretical justification). The effect will be particularly strong for cross-country regressions. In panel data, run with country fixed effects, the current revisions may be regarded as affecting the intercept (coefficient on country dummies) only, so the "damage" to these results should be less.
This note is concerned with the effect of new PPP estimates on evolution of international and global inequality. In the first section, I will briefly explain some key characteristics and results of the 2005 round of ICP. Section 2 will present the new estimates of international and global inequality based on these results. 4 Section 3 concludes the note.
International Comparison Program, 2005 Round.
International comparison program is a joint UN-OECD-World Bank-regional development Bank project that, at approximately decennial intervals (the last survey was conducted in 1993), covers the entire world with the objective of determining, from direct price comparisons of about 1000 goods and services, price levels within nations. 5 The latest ICP was the largest such project in the history of ICP, and probably the largest worldwide single empirical economic project ever undertaken.
The 2005 estimates of purchasing power parity (PPP) exchange rates for 146 countries are not only the most recent and best estimates that we have, and the survey, "the most extensive and thorough effort ever to measure PPPs across economies" (World Bank, 2008, p. 9) , but for a number of countries they are the first such estimates obtained from direct price comparisons. The number of participating countries has increased from 118 in the previous round (1993) to 146 now. China has for the first time participated in the ICP. Previous estimates of Chinese PPP exchange rates were based on 1983 and 1995 research papers (Ahmed 1983, and Rouen and Chen, 1995 2008, pp. 160-1) . Using the results from the ring countries' price comparisons, the price levels for other countries belonging to a given region (for which ring countries are representatives) were linked to the rest of the world. The "ring approach" is considered better than the previously used "bridge-approach" (where only one "bridge" country's prices were directly compared to with those of the "neighboring" region) because it requires direct price comparison of the same bundle of goods and services to be conducted in all "ring" countries.
The most important results concern the new estimates of price levels in China and India. As they are now estimated much higher than previously, the GDPs per capita of these two countries have been correspondingly revised downward by about 38 percent (Table 1) . But while these downward revisions are among the largest, they are not the only ones. Indonesia's GDP per capita was revised downward by 17 percent, Philippines's by 41 percent, Ghana's by 50 percent, Argentina's by 24 percent, South
Africa's by 32 percent. 6 The upward revisions were much less frequent and more 6 The attention is sometimes unduly paid to the revisions for China only. It is argued (correctly) that prices in China were collected more in urban and better-off provinces than in rural and poorer provinces. But, as modest: Russia's GDP per capita turned out to be 7 percent higher than previously thought, Mexico's about 10 percent, and Nigeria's GDP per capita (the largest upward revision among the populous countries) is now estimated to be almost 27 percent higher.
For the advanced economies, the differences between the direct price comparison from this round of ICP, and the previously-used extrapolations from the 1993 benchmark, are relatively small, ranging around 3 and 4 percent. For the US, UK and Japan, the revisions are 1.5 to 3 percent down, for Germany 4 percent up. By region, the largest populationweighted revisions were for Asia/Pacific, where GDP per capita was revised 33 percent downward, followed by Africa (about 4 percent down). For other regions, the revisions were, on average, small (around 1 percent).
the report mentions, the same approach was used in other large countries as, for example, in Brazil (World Bank 2008, p. 7), and an almost universal upward revision of price levels in Asia suggests that we are dealing here with a real phenomenon and not some peculiarly of Chinese statistics. Chen and Ravallion, 2008) . Predictably, these results led to an upward revision in the number and proportion of world poor, but to little 7 This procedure has always been done although it is not strictly speaking entirely accurate: the PPP basket of goods is different from the basket of goods used by each individual country in calculating its own (physical) growth rate. But this is the only way that both spatial and temporal comparisons between countries' national account aggregates can be made. 
Recalculated international and global inequality, 1952-2006
Following With these caveats in mind, we proceed to the calculations. Figure 1 shows the calculations of Concept 1 and Concept 2 international inequality for the period 1952-
2006
. 10 We obviously cannot calculate Concept 3 from national accounts; but we can calculate Concepts 1 and 2 from household surveys. The reason why the alternative approach is preferred is that it enables us to have a much longer time series, since national accounts (unlike household surveys) are available for most countries in the world for the last 50 years. 11 For discussion see Ravallion (2000) , Deaton (2005) , Anand and Segal (2008) . The data start in 1952, mostly because it is the first year for which GDP for China is available, and the calculation of Concept 2 international inequality without China would be meaningless. 12 The sample composition is practically fixed (the number of countries does not vary much) since 1960, when after decolonization the data for most African countries became available. 13 Let us focus first on Concept 1 inequality. Its level is between 4 and 5 Gini points higher than with the earlier PPP data (not shown here).
Between 1960 and early 1980s, Concept 1 inequality was stable at the Gini value of about 53. After the early 1980s, and not just coincidentally with the increase in real interest 12 For more details on the data see Milanovic (2005, Chapter 4) although the calculations there were done with the "old" PPPs. 13 For the countries that emerged after the break-up of the Soviet Union, Yugoslavia and Czechoslovakia we use, when available (and they generally are), their republican GDPs per capita for all years prior to independence. We do this in order to keep the composition and the number of the countries in the sample as fixed as possible. The same approach is applied to Pakistan and Bangladesh, and Ethiopia and Eritrea.
rates and Third World debt crisis, there is a process of rapid divergence in incomes between the countries. The "lost decade" (or rather two decades) in Latin America, stagnation and then substantial declines in income in Eastern Europe and the former Soviet Union, and the disastrous performance of many African countries, have been the main factors behind the divergence (combined of course with a rather respectable performance of rich economies). This fact is not new: it has been amply documented and is simply reflected here in the increase in inter-country inequality. Minoiu and Reddy (2009), Pritchett (1997). thanks to China only (since Concept 2 inequality without China was still increasing), after 2000, the decline takes place even without China. As mentioned, this is due to the high growth rate of India. But it also shows that the world now has two "engines" of downward pressures on international (and ultimately global) inequality: high growth rates of China and India.
W now move to Concept 3 inequality. 1998, 1993, 1998 and 2002, and all inequality indicators recalculated. Obviously, an increase in China's price level will reduce the level of incomes in China, measured in PPPs, the same way that it reduces the GDP numbers for China. Table 2 shows a significant increase in the level of inequality, compared to the "old" PPP data, ranging between 4.4 and 6.1 Gini points. For the most recent year (2002), the new Gini is 5.1 points higher than the Gini calculated using the "old" PPP exchange rates. The pattern of change however remains the same. After an increase in global inequality between 1988-1993, there was a modest decline, and then another increase. Note however that the increase between 1988 and 1993 is smaller with the new PPP data (1.5 Gini points) than with the "old" data (+3.2
Gini points).
Theil coefficient with the new PPP values increases even more than the Gini, a reflection of Theil's greater sensitivity to the changes at the extremes of income distribution. Since China, India, Philippines and Indonesia all had their PPP-equivalent incomes reduced significantly, the decline has made many poor people from these countries seem even poorer 15 Moreover, Theil now shows an uninterrupted increase year after year. Over the entire 14-year period, it has increased by about 15 percent. The Table) . Thus, this indicator of inequality has increased too. Table 3 shows the "new" global decile shares for the benchmark year 2002. We have already seen that the top decile receives more than 57 percent of global income. The top 5% of the population gets almost one-third of global income. It is also noticeable that not even the eighth decile receives its population share, that is the average income among the people belonging to the 8 th decile is still below the world mean. 
